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SUMMARY 


The following is a summary only and reference is made to the more 
detailed information appearing elsewhere in this prospectus. 


The Company 


The Company commenced operations in January 1982 as the first Canadian based company applying 
computer technology to the creation of animated images on videotape and film for the television and motion 
picture industries. The Company specializes in computer animation and special effects for advertising and 
television. The Company believes that it has developed the first practical method of combining state of the art 
video technology with digital computer systems so as to provide creative and cost effective generation of new 
images for the entertainment industry. 


The Offering 


Issue: 1,400,000 Units, each consisting of one common share without par value ('Common 
Shares”) and one-half of a Share Purchase Warrant (“Warrants”). 

Price: $3.00 per Unit. 

Warrants: Each whole Warrant will entitle the holder to purchase one Common Share at a price of 


$3.00 at any time after the date of issue to January 6, 1986. Reference is made to “Details 
of the Offering”. 


The net proceeds to the Company from this issue will be approximately $3,731,000 and 
will be used together with $3,125,000 received from a U.S. bank financing: (i) as to 
approximately $500,000 to expand the existing computer operations of the Company in 
Toronto, Ontario; (ii) as to approximately $5,750,000 to establish a subsidiary company in 
the United States; and (iii) as to the balance to increase working capital in Canada. 


Use of Proceeds: 


Dilution: The issue price per Unit exceeds the net tangible book value per Common Share at 


September 30, 1983 by $1.76 after giving effect to the issue by the Company. 
Dividend Policy: The Company expects to retain its earnings for use in its business and not to pay dividends 
in the foreseeable future. 


Selected Financial Information 
(thousands of dollars except net income per share) 


Actual Forecast 
Year Ended 
Year Ended September 30 September 30 
1981 1982 1983 1984 1985 
(unaudited) 

Sales A وک‎ tated: $ — $ 486 $1,509 $3,943 $9,750 
Net income (loss) after extraordinary item........ (65) (237) 81 514 1,358 
Net income (loss) per share(1),................- ($0.037)  ($0.136) 7 $0.164 $0.432 
Research and development incurred and expensed. . — 29 80 286 544 
Funds provided from operations ................ (65) (222) 197 858 2,083 


(1) For purposes of calculating net income (loss) per share under the heading ''Actual' it has been assumed that 1,740,000 Common 
Shares were outstanding throughout the period. For purposes of calculating net income (loss) per share under the heading 
“Forecast” it has been assumed that the Common Shares offered hereunder have been issued. 

Reference should be made to “Earnings Forecast”. The reader is cautioned that some assumptions used 
in the preparation of the forecast, although considered reasonable by the Company at the time of forecast, 
will prove to be incorrect. The actual results achieved during the forecast period will inevitably vary from 
the forecast results and the variations may be material. 


Risk Factors 


Due to the nature of the Company’s business and its present stage of development, investment in the Units 
may be regarded as speculative. Reference is made to “Risk Factors”. 


The Companv 


Omnibus Computer Graphics Inc. (the “Company”) was incorporated by articles of incorporation under the 
Business Corporations Act (Ontario) on September 24, 1980. By articles of amendment dated September 22, 1983, the 
Companv changed its name to Omnibus Computer Graphics Inc. from Omnibus Video Inc. and at the same time 
subdivided the existing Class A shares (and cancelled the authorized but unissued Class A shares) and the existing 
common shares of the Company on a four for one basis, created an unlimited number of common shares without par 
value (“Common Shares”) and an unlimited number of preference shares without par value (“Preferred Shares”) 
issuable in series and amended the Class A Shares to provide that at the option of the Company such shares would be 
converted on a one for one basis into Common Shares. On the closing of this offering, all of the issued Class A Shares 
will be converted into Common Shares. All references herein to the Common Shares are after giving effect to such 
capital reorganization. 


The registered and principal office of the Company is located at Transamerica Tower, 2180 Yonge Street, Toronto, 
Ontario. The Company commenced production in January 1982, obtained licenses for computer software and by 
September 30, 1983 had acquired approximately $2.0 million of computer and video equipment. 


Business of the Company 


The Company provides computer generated animated graphics production services for the television industry, the 
film industry and the educational, industrial training, business and public communications industries. 


The Company employs a new concept for animated computer graphics which management describes as “mixed 
media”. The Company believes it has developed the first practical application of this concept which combines state of 
the art video technology and digital computer systems so as to provide a creative production environment for “cost 
effective” generation of new images for the entertainment industry. 


The Market 


Commercial television provides the greatest public awareness of animated computer graphics while the theatrical 
film industry represents a very large, growing and sophisticated market. The use of animated computer graphics in 
education, industry and public communications is just beginning. 


The theatrical film and commercial television production industries in North America, which the Company serves, 
are estimated to total about $9.5 billion a year, being the approximate aggregate of the amounts under the 1982 column 
in the table below in Canadian dollars. These industries are subject to cost pressures and are increasingly using computer 
generated animated graphics because of their cost advantages compared with conventional, alternative production 
techniques. The following table indicates the size and rate of change of the North American television and motion 
picture production market served by the computer graphics industry. 


1981 1982 Change 1982/1981 
Canada U.S.A.(1) Canada U.S.A.(1) Canada U.S.A.(1) 
$ Million $ Million % Increase 
Television Program Productions ................... 283 4,798 320 5,242 13.1 9.3 
CBC Network Productions........................ 394 N/A 434 N/A 10.6 N/A 
Television Commercial Productions ................ 33 240 37 260 1251 8.3 
Motion Picture Productions ....................... 85 1,450 105 1,638 23.5 13.0 


795 6,488 896 7,140 127 10.0 


(1) The amounts in these columns are stated in U.S. dollars. 
(2) Sources: Statistics Canada No. 56-204; Canadian Film Development Corporation; Statistical Abstract of the U.S.A., Federal Commu- 
nications Commission No. 103d-941; Academy of Motion Picture Arts & Sciences; Information on Demand Inc., Berkeley. 

While industry statistics are difficult to obtain, the Company estimates that the world market for computer graphics 
has grown from $12 million (U.S.) in 1978 to $56 million (U.S.) in 1982 and will grow to approximately $80 million 
(U.S.) in 1983, a compounded annual rate of growth since 1978 of approximately 45%. Based on the estimate for 1983, 
computer graphics currently represents less than 1% of total television and motion picture production expenditures in 
North America. 


Animated Graphics Technology 


Animation was most successfully: exploited by the Walt Disney Organization, which has produced animated 
characters for movie productions since 1926. The original animation process of producing characters required the 
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production of approximatelv 24 drawings for everv second of film. This labour intensive process was extremelv slow 
and expensive. The cost of manual animation has escalated over the vears as has the cost of movie production in 
general. 


Commencing in about 1972, availabilitv of analogue computers gave the visual commercial communications 
industrv the opportunitv to applv computers to the creation of new tvpes of images and in some cases to decrease the 
costs of simple animation. By 1978, with further computer development, computer graphics began to switch to 32 bit 
digital computers. Commencing with simple two dimensional graphics, as seen in children's cartoons, the industrv has 
developed new techniques and capabilities. These include the ability to mix live action film with computer graphics 
having three dimensional capability as well as the ability to make images rotate, zoom and tumble. These abilities are 
allowing the industry for the first time to decrease the cost of animation and, in some cases, to increase the use of 
animation in place of live performances. 


The latest development in this industry, pioneered primarily at a number of United States university research 
facilities, is the capability to animate three dimensional characters as complex as human forms and to allow the 
computer to simulate movement. This latest innovation has been demonstrated experimentally. The Company has 
various exclusive and non-exclusive license arrangements, some of which provide that the Company’s existing software 
will be updated to incorporate developments as they occur. (Reference is made to “Material Contracts’’.) 


Changing Technology for Computer Graphics 


In the early 1970’s analogue systems, which were capable of controlling the wave patterns of a television signal 
(or electric current), became the method for generating computer graphic images. One of their major advantages over 
manual automation was the ability to see the effect as it was created, allowing slight changes to suit the taste of the 
producer. The major limitations of these early systems were the requirement to build the images one colour at a time, 
reducing the visual quality of the final television picture, and the limited number of ways the signal could be ''con- 
trolled”, which prohibited the creation of original drawings by the computer. The term “computer animation” as applied 
to these systems was misleading because they were unable to duplicate the ability of skilled film artists to create the 
motions of animated characters. 


By the late 1970’s digital computers were capable of translating an animator’s key drawings into a continuous 
motion sequence without the necessity of drawing each frame by hand. Further time savings and improved quality 
control became possible with the advent of computers which also painted finished animation sequences. These digital 
computers provided complete artistic freedom by dividing the screen into points of light (512 points per scan line) so 
that any point could be designated with any number of colours and hues to make subtle contributions to the total picture. 
At first the better quality and scope of digital systems was offset by limitations in computer speed and the resultant cost 
of effectively handling the trillions of calculations necessary to produce a few seconds of pictures. In addition, although 
these machines with their specialized software provided a technological breakthrough, the necessary training of skilled 
artists to use this new power was not available; consequently, most of the applications by computer programmers were 
limited to the creation of special effects for television commercials and science fiction films. 


The latest digital computers allow the artist to create three dimensional objects in the memory of the system and 
to manipulate those images by displaying them from any perspective. With new computer programmes and more 
powerful computer hardware these systems are fast approaching the ability to create these complex images without any 
time lag, which remains the one last advantage of older analogue systems. The Company, through its Canadian licence 
arrangements, will have ongoing access to these developments. 


Analogue System | Digital System 


512 Points of 
light per line 
525 lines 


525 SCAN LINES 


ONE COLOUR FULL COLOUR 
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Production 

Production operations at the Company’s 4,000 square foot leased facility at 2180 Yonge Street, Toronto, Ontario 
consist of creating and processing an extensive range of pictures, shapes and design patterns on very sophisticated 
digital computer and special effects equipment housed in a television-like studio. In carrying out the digital animation 
process, the artist begins by drawing the key frames as in traditional animation, but on an electronic tablet. The 
computer then calculates the connecting frames for continuous motion and the artist selects colours by indicating them 
on the key frames. A computer then combines the outline drawings colour-filling all the frames and records them at high 
speed. Prior to recording the product on videotape or film, the producer keys in the background art, live material or 
other special effects. 


By necessity, digital technology encompasses a wide array of equipment. The Ampex ESS2 digital video produc- 
tion system used by the Company controls recording and playback speeds, extends the range of animation, graphics and’ 
special effects and has as storage capacity of 1,600 pictures. The Ampex digital optics system also used by the Company 
produces three-dimensional perspectives and various picture sizes, generates picture rotation on all three axes and 
executes flips, tumbles and spins. The Company’s video control or production switcher provides 180 shapes and design 
patterns, preview capability and wide colour selection. 


Computer Graphics Laboratories, Inc. (“CGL”), a subsidiary of the New York Institute of Technology, has granted 
to the Company three Canadian production licences (the “CGL Licences”) subject to royalty payments, the first of 
which described below is exclusive in Canada until January 31, 1984 and non-exclusive thereafter. The CGL Licences 
provide the Company with three state of the art software system packages which give the Company its distinctive 
creative and processing capabilities. The first software system package provided by CGL is known as the “Tween 
System”. With this system, the artist draws only the first and last frames of the sequence and, depending on smoothness 
of the sequential motions, certain intermediate key frames. The computer then manipulates all remaining lines and 
completes all remaining frames. The second software system package provided by CGL is known as the “Paint 
System”. With the Paint System, the artist can program the images which have been created by using the Tween System 
and colour them automatically by sensing appropriate spots on a colour graph. The stylus is also programmed with 
electronic brushes and can change the nature and shape of lines. Using the final software system package provided by 
CGL, known as the “3D Simulation System”, the artist may, using only a keyboard input, call up geometric shapes and 
assemble them into a three dimensional model of any form desired. The computer will then allow the artist to view, 
in full colour, the object and its surroundings from any perspective. 


To broaden the market served through the CGL Licences, the Company has also entered into a licence agreement 
exclusive in Canada until December 30, 1990 with Robert Abel & Associates, Inc. (“Abel”). The agreement requires 
the payment of annual royalties by the Company. The Abel system will increase the Company’s efficiency by creating 
“3D vector images” which can be recorded onto motion picture film or used for client preview of “3D” scenes before 
final production. Plans call for installation of hardware and software in February 1984. Abel is a leading producer of 
international acclaim and has received 19 Clio Awards for outstanding television commercials. Abel customers include 
Levi’s, 7-Up, McDonalds, network identification for NBC and CBS and some portions of the Walt Disney computer 
movie “Tron”. 


Business Strategy 


The Company started production in January 1982 and in its first year concentrated its energies on displacing 
animated computer graphics imports from the United States which had previously supplied almost all the Canadian 
market. In spite of its initial Canadian focus, the Company has derived 10% of its revenue since startup from 
unsolicited U.S. contracts. In its first 21 months of operations, the Company achieved a level of business where the 
demand for its services exceeded its production capacity and has reluctantly had to turn away business. 


The Company intends to apply part of the proceeds of this issue to acquire equipment which is expected to expand 
significantly its Canadian production capability. The Companv's long term strategy is to establish three North American 
production sites and eight satellite sales offices with pre-production capabilities. (See “Establishment of United States 
Subsidiary”.) Its goal is to achieve an 8% share of the North American computer graphics market by 1990. 


Products 


The Company provides its graphic services through digital equipment which creates approximately 250,000 points 
on a television screen. The digital technology which the Company uses offers the following advantages over other 
systems: (i) higher resolution and more vivid colours; (ii) more versatile and dynamic character animation; and (iii) 
better artistic control of the finished product. 


The Companv's equipment allows artists total freedom of selection and expands their graphic capabilities. These 
capabilities range from adding swirling colours to animated presentations or architectural drawings. For example, the 
Companv is able to prepare colour schemes, electronic sketches, three dimensional images, maps and charts, trade- 
marks and logos, live image modification, svnthetic image creation and work readv for broadcast. 


The Companv offers logo identification, show promotion, background for musical specials, advertising agencv 
commercial production, animated television series and svndicated dailv weather service for the television industrv. In 
the motion picture production market, the available products of the Companv include animated characters as well as 
special optical effects for feature films. In the area of education and training, the Companv can produce video disk 
programmed learning packages, demonstrations of medical and chemical svstems and planning and perspectives for the 
architectural field. . 


Sales 


In its first 21 months of operation, the Company completed approximately 150 contracts having a gross sales value 
of approximately $1,995,000. Approximately 90% of these sales were made in Canada and the balance in the United 
States. The services were provided to approximately 75 customers, including 25 advertising agencies, 42 film and 
television producers and 8 television networks. 


Among the contracts for computer graphics entered into by the Company were contracts for “The Third Wave”, 
an Alvin Toffler production shown in September 1983 in Canada and to be shown shortly in the United States; the 
“Magic Planet”, an ABC and CTV special starring Toller Cranston; and a contract with Paramount Pictures Cor- 
poration (“Paramount”) for computer graphics video display for “Star Trek III’; as well as commercials for Xerox, 
Hockey Night in Canada, Carling O’Keefe, and Noxzema. 


The gross sales of the Company on a quarterly basis since the commencement of operations have been as follows: 


Quarter Ended Gross Sales 
December هه وه تم .1981 وی‎ Mythos io fay ss A ee ی‎ RE ee ee Nil 
March 31: 1982 sin و سم مت‎ Caw یچ بو‎ e بو امه‎ Ra ESS e $68,000 
JUNE BOS 1982 ۵۲ a B ri glee ae $181,000 
September 307 1982 a i ra i A Cas ad A ħħ as Waka l-u e $237,000 
Peċember SL, OSL sees hoe ahead ی‎ GAL ka ir ets bra ta ġa aa $264,000 
March 31, 1983! ca eed REN RES Pes ae Aided Glande hea tal re $338,000 
JUNE 30; OSS مهو هام اه مه موه ود وه ور‎ A e Ba alae اک وا رورم‎ rays $481,000 
September: 30; 1083 eoira be i a EE $426,000 


The Company intends to continue to increase the sales of its Canadian operations by expanding its production 
capacity through the acquisition of additional equipment with part of the proceeds of this issue. 


Establishment of United States Subsidiary 

The Company also intends to increase its sales by establishing a subsidiary in the United States to take advantage 
of market opportunities in the motion picture industry. The Company proposes to invest approximately $2,625,000 
(Cdn.) in such subsidiary and also has a conditional $2,500,000 (U.S.) loan commitment from a United States bank for 
the purchase of the necessary computer equipment. The main incentives to the Company for establishing a facility in 
the United States are the following: (1) the management of the Company has prior U.S. marketing experience within 
the computer graphics industry and is receiving unsolicited contacts from potential customers as well as suitable 
technical employees requesting a U.S. production presence; (2) the Company believes that the U.S. entertainment and 
television market is currently seven times larger than the Canadian market and that the U.S. computer graphics market’s 
share of the entertainment and television industries will increase by 1990 to approximately $900 million (U.S.); (3) an 
opportunity exists for the Company to open a high profile production facility in New York City, with a satellite sales 
office on the lot of Paramount studios in Hollywood, California; (4) the Company’s licence agreements for software 
allow it to sell in the U.S. market; and (5) the Company is developing its relationships with a number of United States 
organizations, including Paramount and Unitel Video, Inc. (“Unitel”), which are expected to provide it with a large 
number of sales referrals. 


The Company and Unitel, have entered into an agreement whereby, subject to various conditions contained 
therein, Unitel will acquire a 20% equity interest in the Company’s U.S. subsidiary for a consideration of $540,000 
(U.S.) representing prepaid rent on a lease yet to be negotiated. Unitel’s subsidiary, Unitel Video Services Inc., is one 
of the fastest growing post-production facilities in New York City. Unitel occupies its own building on 57th St., adjacent to 
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the CBS network broadcast production center. Unitel’s total facilities include six edit theatres, three television studios, 
film to video transfer and satellite interconnect facilities. Pursuant to the agreement the production facilities of the 
Company’s U.S. subsidiary will be installed in this prime location. Unitel is listed on the American Stock Exchange 
and has an excellent reputation in the motion picture and television industry. 


In connection with the establishment of the U.S. facility, the Company has entered into an agreement with 
Information International Inc. ('Triple-T') whereby Triple-I has agreed to sell certain equipment and has granted to the 
Company exclusive worldwide rights, until the year 2001, subject to royalty payments, for the Triple-I 3D Digital Scene 
Simulation system. The system includes the Foonlev F1 computer which is approximately ten times faster than the 
Company’s existing Canadian based VAX 11/750 computer, can achieve high resolution images up to 4,000 x 6,000 
pixels and is suitable for 70mm wide-screen motion picture production. The system recently generated some of the more 
difficult scenes in the $21 million Walt Disney feature film “Tron” and the Michael Crichton film “Looker”. Through 
the Triple-I license, the Company now has the ability to expand its own three dimensional research and development. 


The Company has also received a proposal from Paramount, a Gulf & Western company, to locate a satellite sales 
office on the Paramount lot in Hollywood, California. Paramount is one of the largest distributors and producers of 
television and motion picture films in the world. Construction by Paramount of video production facilities encompass- 
ing three sound stages is planned for completion in 1984. Many independent producers may be attracted to this new 
production centre which will enhance the business prospects for the Company’s services. The Company’s services will 
be offered widely in the United States with no restrictions imposed because of the location within Paramount. 


In the initial startup year in the United States, the Company will hire animators and creative personnel in New York 
City and Los Angeles and train them for three months in the Company’s Toronto facility. Twelve key artistic, technical 
and management individuals have already been identified and can be recruited by the Company; therefore, full scale 
Operations are expected to be achieved more quickly than the original Toronto startup. Sales development work 
commenced in November 1983. 


Satellite Offices 


The Company plans to establish sales offices in several major markets and utilize an innovative new concept. In 
each office it intends to install communication facilities along with high quality recording equipment to provide “face 
to face” contact between the Company’s creative personnel and customers in distant markets. Once initial concepts have 
been developed, “key computer frames” will be broadcast via satellite to Toronto or New York City, depending on the 
production load of each facility. The high powered computers at one of these locations will complete the planned 
animation and rebroadcast the finished work to the sales office where it will be recorded on video tape for delivery to 
the customer in finished form. The first satellite office is planned to be located in Hollywood at the Paramount Studios. 


Competition 

In 1978, there were only five companies in the computer graphics field sharing an estimated $12 million of sales 
in the North American market for computer animation services. The Company believes that it is currently one of only 
14 companies worldwide which are fully equipped for computer animation production in volume. Four of the other 13 
companies are located in the New York City area, four in the Los Angeles area, three in other American cities and one 
each in Great Britain and Japan. Among the industry participants, the three largest companies are estimated to account 
for 56% of the market. 


Because of the high capital cost of entry into the industry and unique expertise required, the number of new entries 
has been relatively few. While other companies may enter the market in the future, continued growth in demand for 
these services is expected to provide ample opportunity for growth of established companies in this field. The challenge 
confronting the industry appears to be to expand facilities and train personnel rapidly enough to meet demand. 


Research and Development 

The Company has developed some proprietary software and hardware technology to speed up the assembly process 
and the transfer of computer information to videotape. It has identified other areas in which it intends to develop its own 
proprietary technology to increase the productivity, capacity and capabilities of its facilities. Some of these devel- 
opments are oriented to reducing or speeding up the trillions of calculations performed by the computer to produce a 
few seconds of pictures. Such projects will be funded out of operating revenue and may include the development of both 
hardware and software, some of which may be in collaboration with other unrelated organizations. Such developments 
will be used internally but may also be sold to others. 


The Company incurred research and development costs in 1983 equal to 5.3% of sales and expects to spend 7.3% 
of sales on research and development in 1984. All research and development costs are expensed as incurred. The 
Company has a research staff of three full time programmers and technical personnel and plans to expand its research 
staff to nine by 1986. 


Human Resources 

The Company has a staff of 15 employees including designers, animators, computer programmers, television 
producers as well as sales personnel and administrative staff. The continued success of the Company will depend, to 
a great degree, on its ability to recruit and retain qualified employees. The Company does not have any unionized 
employees and believes its relationship with its employees to be excellent. 

The anticipated future growth of the Company will require the addition of people with graphic arts skills. People 
hired with the appropriate skills can be trained to operate the Company’s equipment within two months. As part of its 
proposed expansion into the United States, the Company intends to hire additional people and bring them to the Toronto 
facility for training as well as sending some of its Canadian staff to the United States during the startup period. 


Directors and Management 


The name and the municipality of residence, positions held with the Company and principal occupation of each 
director and officer of the Company are as follows: 


Name and Municipality Positions Held with 
of Residence the Company Principal Occupation 
GEORGE B. BEDARD Director and Treasurer Partner, 

Toronto, Ontario Bedard, McGillivray & Associates 
Ltd., Toronto (management consulting 
company) 

J. FRANK DEMPSEY Director Retired executive 

Oakville, Ontario 

GEORGE B. P. FARROW Director Partner, 

Oakville, Ontario Dunlop Farrow Aitken Cansfield, 

Toronto (architects, engineers) 
EDWIN R. JARMAIN Director Chairman of the Board, 

London, Ontario Cablesystems Engineering Limited, 
London (research and development, 
technical support company) 

W. KELLy JARMAIN Director and Chairman President, 

Toronto, Ontario of the Board Jarmain Capital Corporation, Toronto 
(venture capital company) 

JOSEPH F. MARTIN Vice-President, Sales Vice-President of the Company 

Brampton, Ontario and Secretary 

JOHN C. PENNIE Director, President and President and Chief Executive Officer 

Mississauga, Ontario Chief Executive Officer of the Company 


Each of the foregoing has held his principal occupation described above for the last five years except that: (i) prior 
to August 26, 1983, Mr. Pennie was the President and Chief Executive Officer of Omnibus Group Inc. and predecessors 
thereof; (ii) prior to August 26, 1983, Mr. Martin was Vice-President of Omnibus Group Inc. and prior to September 
1981, was the Sales Manager of Kruger Inc.; and (iii) prior to 1981, Mr. Dempsey was Vice-President of Peterborough 
Guns Limited. 


W. Kelly Jarmain, a director and Chairman of the Board of the Company, held a variety of technical and 
entrepreneurial roles during the 1960’s in the development of the cable television industry in Canada. In 1963 he 
founded a hospital patient television rental company which expanded to serve seven Ontario communities. In 1964 he 
founded Jarmain Cable TV Ltd. to serve Brantford, Paris and Newmarket, Ontario. In 1966 he co-founded Oshawa 
Cable TV and in 1967 Chatham, Cable TV Ltd. In 1967 he also founded Jarmain Hospital Communications Ltd. (later 
merged with Sterisystems Ltd.). In 1974 he merged his cable television interests with Canadian Cablesystems Ltd. (now 
Rogers Cablesystems Inc.) and was a significant shareholder and a director of this company from 1974 to 1979. In 
recent years through Jarmain Capital Corporation and Jarmain Technologies Corporation he has been involved in the 
investment in and development of advanced technology ventures. 
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Edwin R. Jarmain, a director of the Companv, holds a Bachelor of Science in Engineering from the Universitv of 
Toronto and a Master of Arts in Business Administration from the University of Western Ontario. He pioneered cable 
television in Canada in 1952 and in 1959 formed London TV Cable Service Ltd. which subsequently became known 
as Rogers Cable TV, part of Rogers Cablesystems Inc. From 1965, his cable interests grew into a group of six 
cablesystems in Ontario. In 1974 these systems were merged with Canadian Cablesystems Limited, of which he 
continues to be a director. During 1974 he co-founded Cablesystems Engineering Limited, now a wholly owned 
subsidiary of Rogers Cablesystems Inc., of which he remains Chairman. In 1977 he organized BCN Fibre Optics Inc., 
a non-profit industry research consortium to conduct experiments in ultra high speed digital television transmission 
through optic fibres. In 1979 he was elected Chairman of Cable Telecommunications Research Institute, a research and 
development facility created and financed by members of the Canadian Cable Television Association, which position 
he held until May 1983. Since 1979 he has been actively involved in the development of high technology companies 
as Chairman of Jarmain Technologies Corporation and Vice Chairman of Photochemical Research Associates Inc. In 
1980 Mr. Jarmain was appointed Member of the Order of Canada. 


John C. Pennie, a director, President and Chief Executive Officer of the Company, founded the Company 
following a successful partnership from 1974 to 1981 in one of the pioneering computer graphics companies located in 
Hollywood, California. Mr. Pennie attended McGill University, the Banff School of Management and has a Certificate 
of Industrial Management from the University of Western Ontario, School of Management. During the early part of his 
career, Mr. Pennie accepted a number of assignments from sales to market research until he joined Canadian General 
Electric Limited in 1966 as a Product Manager. By the age of 29 he was appointed one of the youngest Marketing 
Managers in that company’s history, becoming responsible for the sales, marketing and product development of its 
Consumer Electronics Department. In 1970 he accepted an invitation from GSW Inc. as Director of Marketing of the 
Appliance Division. In 1974 he began his present activities and is currently President of Omnibus Group Inc., a holding 
company which has had investments in the advertising and printing industry. Mr. Pennie has been devoting his full time 
to the growth of the Company. 


J. Frank Dempsey, a director of the Company, attended the University of Florida where he graduated with a 
Bachelor of Science in 1950. This was followed by a number of years as a professional football player in the United 
States and in Canada. Subsequently, he became a major shareholder and Vice-President of Sales of Peterborough Guns 
Limited until his early retirement in 1980 to pursue numerous investments. He was one of the founders and a director 
of Lakefield Arms Limited and Lakefield Sales Limited until his retirement in 1980. Mr. Dempsey is on the board of 
directors of Florida Shoe Company, Jack Baker Distilleries Ltd. and Chem Ecole Inc. and is Chairman of the Board 
of Omnibus Group Inc. 


George B. P. Farrow, a director of the Company, graduated from the University of Toronto in 1958 and joined the 
architectural firm of Dunlop Wardell Matsui Aitken (currently known as Dunlop Farrow Aitken Cansfield). Since then 
he has managed that firm’s Oakville offices and in 1964 he became a partner. Mr. Farrow is responsible, as the partner 
in charge of design, for earning the national awards the firm has received for institutional buildings. Some of his other 
activities have included being Chairman of the Board of Governors of Sheridan College, Director of the Halton Region 
Housing Authority and Vice-President of the Oakville Chamber of Commerce. He is currently a director of the 
Company and of Omnibus Group Inc., President of D.F.A. Consultants Ltd., a member of the Ontario Association of 
Architects and the Royal Architectural Institute of Canada. 


George B. Bedard, a director and Treasurer of the Company, is the Managing Partner of Bedard, McGillivray & 
Associates Ltd., a Toronto-based management consulting firm specializing in marketing and financial planning. Estab- 
lished in 1978 this firm has undertaken a broad range of engagements and has serviced clients in over 30 industrial and 
consumer markets. Since 1979 Mr. Bedard has been retained by the Jarmain group of companies in a variety of 
planning, and management roles. Prior to establishing his consulting practice, Mr. Bedard spent over 15 years in 
Canada and abroad, in a succession of marketing and general management positions. These positions included Chief 
Executive of the Wilkinson Canada Group, Assistant Vice-President Marketing and Business Development with Bell 
Canada and International Marketing Co-Ordinator for the Gillette Company. Mr. Bedard obtained a Master of Business 
Administration in Marketing and Finance from the University of Western Ontario and a Bachelor of Commerce in 
Economics and Accounting from the Université de Montreal (Loyola). 


Daniel J. Philips, the Company’s General Manager of the Toronto facility and Creative Director, joined the 
Company to work in its computer facility during the startup month of January 1982. He is responsible for the planning 
and execution by all creative and production staff from concept through to the completion of the finished product. 
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Mr. Philips studied fine art and advertising at Wavne State Universitv and the Detroit Societv of Arts and Crafts. Prior 
to joining the Companv, Mr. Philips had wide experience in the television industrv with production and design 
responsibilities for the Canadian Broadcasting Corporation both in Ottawa and in Vancouver as Production Designer. 


Joseph F. Martin, Vice-President Sales and Secretary, graduated in Business from Ryerson Institute with majors 
in Finance and Computer Systems. Mr. Martin started his early career with Kruger Inc. in Bromptonville, Quebec. 
Returning to the Toronto area he rapidly gained experience as Supervisor Cost Estimating, Plant Superintendent 
Packaging Operations, attended the York University School of Management and joined the field sales force of the 
Toronto Packaging Division where in 1978 he became Sales Manager. Mr. Martin is a member of the board of directors 
of Omnibus Group Inc. and Kruger Inc. Joining the Company’s management team in 1981, he achieved the rapid sales 
growth experience to date and established the nucleus for expansion of the Company’s sales force in Canada and into 
the U.S.A. 


Daniel J. Krech, the Company’s Technical Production Manager, graduated from the University of Windsor, 
majoring in Communications and completed post graduate courses in electronics at St. Clair College. His previous 
experience in the television industry includes technical supervision, production editing, marketing and administration 
for CBET-TV (CBC), CFTO-TV (CTV) and Crewe Productions. As Technical Production Manager with the Company, 
he is responsible for maintenance of quality, production cost control, scheduling and engineering planning for facilities 
applications. 


William W. Anielewicz, Manager Software Research and System Development of the Company, completed his 
degree in Computer Science at York University and is a candidate for a Master of Arts degree in Interdisciplinary 
Computer Studies. During assignments for York University and affiliated computer services, he has worked with seven 
types of main frame computers and is an expert in several key graphics programming languages. Since 1977 he has had 
regular showings of his experiments in creative computer graphic designs, receiving the ''Best-of-the-Show' award at 
the 1980 Ryerson Computer Art Show. Mr. Anielewicz is responsible for the Company’s software research and 
development, the objective of which is to enhance its speed and commercial flexibility. 


Richard J. Balabuck, Manager Systems Applications, graduated from the University of Saskatchewan in Fine Arts 
and received his Master of Fine Arts degree from Ohio State University. Mr. Balabuck was also a Graduate Teaching 
Associate for the Department of Art and a graduate research associate for the Computer Graphics Research group at 
Ohio State University. Before joining the Company he served as a lecturer in the Department of Art Education for 
advanced courses in computer graphics and animation. Combining experience in art, animation and UNIX operating 
systems, Mr. Balabuck heads up the Company’s software applications team which is responsible for the cost effective 
production of “3D” computer animation projects and the creation of new computer graphics programs to enhance the 
productivity of the basic software licensed to the Company by CGL. 


David How, Director of Animation, immigrated to Canada for his early education and returned to England to 
attend the Guildford School of Art for Graphic Design & Communication. He subsequently graduated with honours 
from the Sheridan College School of Animation. He then began a career working in every aspect of animation design, 
production and management, producing television commercials and feature motion picture animation for Videoart and 
Cinera Productions. Joining the Company in 1982, he has developed a practical integration of the traditional animators 
approach for computer aided design. He has established a shortened method to train existing and future animation staff 
to produce cost effective material on the Company’s system. 


Remuneration of Directors and Officers 

In the fiscal year ended September 30, 1983, the aggregate remuneration paid to officers of the Company, as 
defined in the Business Corporations Act (Ontario) amounted to $155,937. No remuneration was paid to the directors 
in their capacities as directors. In 1981 the Company entered into a management agreement with Omnibus Group Inc. 
whereby management fees of $5,000 per month are required to be paid during each fiscal year, subject to annual 
renewal and annual increases. 


In addition, during the fiscal year ended September 30, 1982, Omnibus Group Inc. received monthly interest from 
the Company on a loan made to the Company in the amount of $15,000 bearing interest at the prime commercial lending 
rate of the Company’s banker plus 1.5%. In 1983, Jarmain Capital Corporation and 490089 Ontario Inc., a shareholder 
of Omnibus Group Inc., received monthly interest from the Company as the result of equal $25,000 loans to the 
Company bearing interest at the prime commercial lending rate of the Company’s banker plus 2%. From September 30, 
1983 to November 30, 1983 companies controlled by Mr. Pennie and Mr. Martin have received $10,830 and $8,334, 
respectively for providing management services. 
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Management's Discussion of Operating Results 


The following discussion compares the operating results of the Companv for the fiscal vears ended September 30, 
1982 and 1983. 

Prior to 1982 the Companv did not carrv on anv business operations. The Companv was in its developmental 
stages and in a loss position during the 1982 fiscal vear. The Companv incurred significant expenditures during this 
period in the establishment of production facilities and marketing programs designed to introduce the Companv's svstem 
to the marketplace. These expenditures were undertaken in order to position the Companv for rapid growth in 1983 and 
1984. 

The Company had no sales in the first quarter of the 1982 fiscal year. Sales for the second quarter were $68,000 
and rose to $181,000 in the third quarter. Sales have increased each quarter thereafter, reaching $481,000 with a profit 
of $70,000 in the third quarter of fiscal 1983. While operating at capacitv, sales in the fourth quarter of fiscal 1983 
decreased slightly, due to vacation periods, to $426,000 with a profit of $45,000. 

It was originally projected that the sales capacity of the Company would be in the range of $110,000 per month. 
However, the Company achieved production exceeding $150,000 in both April and June of 1983. Net income for the 
year ended September 30, 1983 reached $81,000. 

In June 1983 further equipment was installed to reduce outside editing costs. This equipment was in operation 
during the fourth quarter of fiscal 1983. The Company is operating at an annual sales rate of $1,900,000 after only 21 
months. Many parts of the potential market remain untapped due to present capacity constraints. 


The following is a summary of the operating results of the Company since incorporation. 


Year Ended Quarter Ended en 
September 30 Dec. 31 March 31 June 30 Sept. 30 ۰ 0 
1981 1982 1982 1983 1983 1983 1983 
(thousands of dollars) 

58168۳ ke pc ose vipat sa te trode Nil 486 264 338 481 426 1,509 
Cost: of سکع68‎ castes adits +6 Sout: ees —Not Allocated - 142 160 215 191 708 
Gross margin... Nil N/A 122 178 266 235 801 
Operating expenses (including depreciation) (65 7 127 151 175 139 592 
Income (loss) from operations........... (65) (181) (5) 27 91 96 209 
Interest and finance charges............. 56 28 28 38 ` 51 145 
Income (loss) before income taxes ....... (65) (237) (33) (1) 53 45 64 
Income taxes (recoverv)(0).............. => = — — (17) — (17) 
Net income (loss)..................... (65) (237) (33) (1) 70 45 81 
Gross margin % ........... eee an — — 46% 53% 55% 55% 53% 
Net income esate AR cece eee eens — — — — 159 119 5% 
Net income (loss) per share(2)........... ($0.037) ($0.136) ($0.018) 80.001 ۰۰. 80.040 $0.026 ۰ 7 


(1) Net of recoverv of taxes due to prior period losses and investment tax credits. 


(2) For purposes of calculating net income (loss) per share it has been assumed that the split of Common Shares on a four for one basis took 
place at the time of issue of these shares and that Class A shares have been converted into Common Shares. 


Earnings Forecast 


The preparation of the following consolidated and segmented earnings forecasts for the Companv and the Sum- 
marv of Significant Forecast Assumptions was completed bv the Companv's management in September 1983 and 
approved by the Board of Directors of the Company on December 15, 1983. The forecast will be updated quarterly and 
distributed with the Company’s interim financial statements. 

The forecast has been prepared in accordance with the accounting guidelines issued by the Canadian Institute of 
Chartered Accountants. The forecast reflects management’s present judgment as to the most likely future industrial and 
economic conditions and the Company’s most likely intended course of action under these conditions. 

The reader is cautioned that some assumptions used in the preparation of the forecast, although considered 
reasonable by the Company at the time of forecast, will inevitably prove to be incorrect. The actual results 
achieved during the forecast period will inevitably vary from the forecast results and the variations may be 
material. There is absolutely no representation that this forecast will be achieved in whole or in part. 
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Consolidated Earnings Forecast 


Year Ended 
Quarter Ended September 30 
Dec. 31 March 31 June 30 Sept. 30 
1983 1984(1) 1984 1984 1984(1) 1985 
(thousands of dollars except income per share) 
ALES? ccs: و ارت‎ death hated te loan bet $ 431 $ 550 $1,356 $1,606 $3,943 $9,750 
Cost of sales... _ 212 270 613 625 1,720 4,089 
Gross margin... 219 280 743 981 2,223 5,661 
Gross margin % ۰۰ میم‎ 50.8% 50.9% 54.8% 61.0% 56.4% 58.1% 
Operating EXPENSES sssri eesis sesi 125 292(1) 542 554 1,5130) 7 
Income (loss) from operations............. 94 (12) 201 427 710 2,754 
Interest expense (income). ...............- 47 (35) 3 97 112 764 
Income before the undernoted 47 23 198 330 598 1,990 
INCOME TAXES 4) sce dea موم مره هو ما‎ area a 10 5 42 61 118 444 
37 18 156 269 480 1,546 

Minority interest........................ 0 (7) 14 7 188 
Income before extraordinary 

tee isa ge a Raa ha eee BEBO RS 37 25 156 255 473 1,358 
Extraordinary item) .................... 10 5 26 0 41 0 
Net income for the period ................ $ 47 $ 30 $ 182 $ 5 $ 4 $1,358 
Net income % of sales: 

after extraordinarv item ................ 10.9% 5.4% 13.4% 15.9% 13.0% 13.9% 
Income per share(3): 

before extraordinary item............... $0.012 $0.008 $0.050 $0.081 $0.151 $0.432 

net INCOME. ...... Lena $0.015 $0.010 $0.058 $0.081 $0. 164 $0.432 


(1) Includes startup expenses of $230,000 for the U.S. facility. 
(2) Recovery of income taxes due to prior period losses. 


(3) For purposes of calculating net income per share it has been assumed that the Common Shares offered hereunder have been issued and 


that the conversion of Class A shares has taken place. 


Geographic Breakdown of Consolidated Earnings Forecast 


Dec. 31 
1983 
Canada 
Salam و‎ Hee ee dows ogee’ $431 
Income before 
extraordinary item .................. 37 
Income after 
extraordinary item .................. 47 
United States 
92168 ارو و ری‎ ba Seet a oe وه‎ a 


Income before 

extraordinary item .................. 
Income after 

extraordinary item .................- 


Summary of Significant Forecast Assumptions 


Quarter Ended 

March 31 June 30 Sept. 30 

1984 1984 1984 
(thousands of dollars) 
$550 $700 $750 
51 151 192 
56 177 192 
$656 $856 
$(26) 5 63 
(26) 5 63 


The following assumptions form an integral part of the forecast: 


1) The Company expects that the increase in demand for computer graphics services within the television and 
motion picture industries as described under “The Market” will sustain a compounded annual growth rate of 


30-50% over the forecast period. 
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Year Ended 
September 30 
1984 _ 1985 
$2,431 $3,750 

431 605 
472 605 
$1,512 $6,000 
42 753 

42 753 
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The Company’s sales estimates include expected sales which will be generated by establishing a full service 
satellite office in Hollywood, California, as well as a large scale production and sales operation in New York 
City, New York. At August 31, 1983 the Company employed three sales executives located in its Toronto 
facility. By January 1, 1985 the sales force is expected to be increased to 18, with 13 located in the United 
States. Since opening in January 1982, the Company has generated approximately 10% of its sales from 
export markets. It is anticipated that more than 50% of its sales will be generated in the United States and 
other markets during 1985. 


The rate of growth of sales forecast for the U.S. facility will be similar to the rate actually experienced in the 
Toronto startup with additional volume growth projected from anticipated participation in production of one 
or two major motion picture projects. Startup costs in connection with the U.S. facility will be charged to 
operating expenses as incurred. 


Gross margin on sales will generally remain constant over the forecast period. The number of direct employ- 
ees is expected to rise from six at September 30, 1983, to 53 by 1985, to allow for increased utilization of 
production facilities. Planned capital expenditures for the forecast period are believed to be adequate to 
support the projected sales volume. Royalties for the right to use proprietary software have been included in 
cost of sales. 


The forecast has incorporated the additional marketing and administration costs necessary to support the 
anticipated growth in the Company’s operations. 


Research and development costs for software are expected to decline as a percentage of sales in 1985, while 
the number of employees dedicated to this activity will increase from three at September 30, 1983 to nine in 
1985, and will continue to be charged to operating expenses as incurred. 


The Company anticipates receiving proceeds of $3,906,000 from this issue on or about December 29, 1983 
and $3,125,000 (Cdn.) from a United States bank line of credit in May 1984, all as set out under “Use of 
Proceeds”. Until such funds are utilized for these purposes, the Company has assumed that U.S. funds will 
be invested to earn interest at the rate of 9% per annum. 


The Company has assumed that there will be no significant effect upon the forecasted net income resulting 
from changes to any Canadian and U.S. income tax legislation and tariff rates or from fluctuations in the 
exchange rate between the Canadian and United States dollar. 


The Company has assumed its Canadian income tax provision for the forecast period to be approximately 
51%, reduced by investment tax credits of $128,000 in 1984, $37,000 in 1985 and also by deductions allowed 
for scientific research, and the manufacturing and processing deduction. The U.S. income tax provision has 
been estimated to be 26% for the first $100,000 and 51% for the balance in excess of $100,000, reduced by 
deductions for investment tax credits of $2,000 in 1984 and $332,000 in 1985. The Canadian Institute of 
Chartered Accountants recently issued an exposure draft which recommends that investment tax credits be 
credited against the cost of the equipment for which the credit is allowed. If the recommendations of this 
exposure draft are adopted, investment tax credits which have been utilized to reduce the income tax 
provisions will be adjusted to conform with these recommendations. 


The Company has assumed that the terms of its license agreements and its continuing proprietary research will 
prevent it from being seriously affected by technological change. 


Research and development costs for software are charged to operating expenses as incurred. 


The Company has assumed an annual inflation rate of 6% and an exchange rate of $1.25 (Cdn) per U.S. 
dollar. 


The Company has assumed that all key management will remain with the Company. 


The Company has assumed that there will be no additional share capital issued, and has not made provision 
for the proceeds of the exercise of the Warrants. 


The accounting policies described in the Notes to the Financial Statements have been followed in the 
preparation of the earnings forecast. 
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Comments on Earnings Forecast 
To the Directors of Omnibus Computer Graphics Inc. 


We have reviewed the accompanying financial forecast of Omnibus Computer Graphics Inc. consisting of a 
consolidated earnings forecast and geographic breakdown of consolidated earnings forecast for the quarters ended 
December 31, 1983 to September 30, 1984 and the years ended September 30, 1984 and September 30, 1985. Our 
review was performed in accordance with the applicable Auditing Guideline issued by the Canadian Institute of 
Chartered Accountants and accordingly consisted primarily of such procedures as enquiry, comparison and tests of 
compilation as we considered necessary in the circumstances. 


Based on our review, in our opinion this financial forecast is compiled on the basis of the assumptions and 
accounting policies disclosed in the summary of significant forecast assumptions and is presented in accordance with 
the applicable Accounting Guideline issued by the Canadian Institute of Chartered Accountants. 


We do not express an opinion as to whether the results for the forecast period will approximate those forecasted 
because the financial forecast is based on assumptions made by management regarding future events which, by their 
nature, are not susceptible to substantiation. 


These comments are issued solely for inclusion in the prospectus. 


London, Canada (Signed) CLARKSON GORDON 
December 15, 1983 Chartered Accountants 


Details of the Offering 


The offering consists of 1,400,000 Units, each consisting of one Common Share and one-half of a Warrant. 


Warrants 

The board of directors of the Company has authorized the issuance of up to 735,000 Warrants entitling the holders 
thereof to purchase one Common Share for each Warrant at a price of $3.00 per share, exercisable from the date of 
issuance of the Warrants to the close of business on January 6, 1986 at the principal offices of The Canada Trust 
Company in the cities of Toronto, Calgary and Vancouver. 


The Warrants will be issued in bearer form under an indenture (the “Warrant Indenture”) to be dated as of 
December 15, 1983 between the Company and The Canada Trust Company, as trustee. The Warrant Indenture contains 
various provisions which include the following: 


Adjustment 

The Warrant Indenture provides that in the event that at any time after the date of issue, any event shall occur which 
would affect the beneficial interest acquired by exercising a Warrant, the number of shares purchasable on exercise of 
the Warrant or the price at which such shares can be purchased will be adjusted. 


Notice 

The Company will, during the period in which the Warrants are exercisable, give public notice of certain stated 
events, including events which may result in adjustments in the exercise price, at least 21 days prior to the record date 
or the effective date, as the case may be, of such event. Notice will be given by publication in newspapers of general 
circulation in the cities of Toronto, Calgary and Vancouver. 


No Fractional Shares 


The Company shall not be required to issue fractional Common Shares upon the exercise of the Warrants. The 
Company will, in lieu of delivering a fractional share, pay an amount in cash based upon the then current market value 
of the Common Shares. 


Amendment of Warrant Indenture 


The Warrant Indenture may be amended by resolution passed by 667/90 of the votes cast by holders of Warrants 
represented at a meeting duly convened for that purpose and any resolution so passed will be binding on all holders of 
Warrants. 
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No Voting Rights 


The holders of Warrants will not, as such, have anv voting or pre-emptive rights or anv other rights as shareholders 


of the Companv. 


The foregoing description is subject to the detailed provisions of the Warrant Indenture. 


Capitalization 


The following table sets forth the capitalization of the Companv at September 30, 1983, at November 30, 1983 
and at November 30, 1983 as adjusted to give effect to this offering and the incurring of additional long term debt. 


Outstanding 
asat 
Outstanding Outstanding November 30, 1983 
as at as at After Giving 
September 30, November 30, Effect to this 
Designation of Security 1983 1983 Offering(7) 
Long-Term Debt(1) 
U.S. Bank Eocene = = $ 3,125,000 
Small Business Development Bond................ $ 126,660 $ 120,326 120,326 
Term Bank 1081: 000 cece eee e eens 91,500 87,800 87,800 
Ontario Development Corporation Loan ........... 500,000 500,000 500,000 
Conditional Sales Contract. 00.00.0000. 216,417 205,752 205,752 
Capital: LeäseS ssir tari haath pad neds Remar wee 650,514 626,178 626,178 
Shareholders’ Equitv(3)(4)(5)(6) $1,585,001 51,540,056 ا‎ 
Preference Shares issuable in series ............... — — — 
issued نی‎ dr say's e e Set — — — 
authorized: noii مرو و‎ A (unlimited) (unlimited) (unlimited) 
Class ۵ -Shares مره‎ B هر‎ a $ 30,001 $ 30,001 — 
issued re ری و و هو و و مس‎ aah Raa (340,000 shs) (340,000 shs) — 
ġuthorized; 2 مخ‎ ii ħa هم و‎ ha Mebane oid ok im (340,000 shs) (340,000 shs) — 
Common Shares ..................... ss $ 350,002 $ 350,002 $ 4,580,003 
ISSUE eT SAR A o ES (1,400,000 shs) (1,400,000 shs) (3,140,000 shs) 
authorized jie. oie edas a ie BY ed Aoki (unlimited) (unlimited) (unlimited) 
$ 380,003 $ 380,003 $ 4,580,003 
$1,965,094 $1,920,059 $ 9,245,059 
NOTES: ~= = 1۳۳۰ 2 as i 


(1) Reference is made to note 3 to Notes to the Financial Statements for further particulars of long-term debt. 

(2) The Company has arranged a line of credit of $2,500,000 (U. S.) at a floating rate of 2% over the bank's prime rate, and will pledge the 
fixed assets of the U.S. facilitv, when acquired, as securitv. 

(3) After giving effect to the capital reorganization referred to under “The Company”. 

(4) 60,000 Common Shares are set aside for options granted to employees. 

(5) 735,000 Common Shares are reserved for issuance upon the exercise of the Warrants. 

(6) As at September 30, 1983, the Company had a deficit of $221,704. 

(7) All of the issued Class A Shares will be converted into Common Shares on a one-for-one basis contemporaneously with the closing of 
this offering. 


Description of Share Capital 


The authorized capital of the Company consists of an unlimited number of Preferred Shares issuable in series, of 
which none has been or is currently intended to be issued, 340,000 non-voting, participating Class A Shares without 
par value, all of which are issued and will be converted on a one-for-one basis into Common Shares on closing and an 
unlimited number of Common Shares, of which 1,400,000 are currently issued and outstanding. 


Preferred Shares 

The Preferred Shares are issuable from time to time in one or more series. The board of directors will fix the 
attributes of each series of Preferred Shares when each such series is authorized for issuance. The holders of the 
Preferred Shares will be entitled to dividends in priority to any payment to holders of Common Shares and will also 
be entitled, in the event of liquidation, dissolution or winding-up, whether voluntary or involuntary, to receive the 
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amount paid up on such shares plus anv dividends declared and unpaid before anv distribution could be made to holders 
of Common Shares. The Preferred Shares will have no further right to participate in the profits or assets of the 
Companv. In addition, except as provided bv law, or in accordance with anv voting rights which mav from time to time 
be attached to anv series of Preferred Shares, the holders of the Preferred Shares will not be entitled to notice or to attend 
at any meeting of shareholders and will not have voting rights. 


Common Shares 

The holders of Common Shares are entitled to vote at all meetings of shareholders of the Companv, to receive 
dividends as and when declared by the directors, and, subject to the rights of the holders of any shares ranking in 
priority to or on a parity with the Common Shares, to receive the remaining property and assets of the Company in the 
event of a liquidation, dissolution or winding-up of the Company. The Common Shares have no pre-emptive or 
conversion rights. All the Common Shares currently outstanding are, and the Common Shares offered hereby will, 
when issued, be fully paid and non-assessable. 


Use of Proceeds 


The net proceeds to the Company from the sale of the Units are estimated to be $3,731,000 after underwriting 
commission and expenses of the issue. The Company has received a commitment from a United States bank to provide 
the Company with a revolving line of credit in the amount of $2,500,000 (U.S.) (approximately $3,125,000 (Cdn.)). 
The total funds available, which are estimated at $6,856,000, will be used as follows: 

(a) to purchase equipment and associated software to expand the capacity of the existing 

Toronto computer operation........... sse nnenn OLETE EENG $ 500,000 

(b) to establish and finance an 80% owned subsidiary company in the United States to 

operate a large scale computer graphics facility and a satellite branch facility 
- fixed assets and working capital .... 0.0.0... nes $ 5,750,000 


(c) to increase working capital of the Company و‎ ennn $ 606,000 


Risk Factors 


The following risk factors should be considered by potential investors: 
1. The Company plans for rapid expansion of its business and its success will depend upon its ability to 
implement and manage the expansion. 


2. The Company has developed its plans on the assumption that approximately 38% of sales will take place in 
the United States in 1984 and 62% of sales in 1985. It has yet to engage its key United States sales staff and 
the achievement of sales targets is dependent upon the successful performance of these people. 


3. The success of the Company is substantially dependent upon its ability to attract and retain the qualified and 
experienced sales personnel required in its marketing program and the professional staff required in its 
development and production operations. 


4. The Company is currently dependent upon a small number of key employees, the loss of a number of whom 
could significantly affect its performance. 


5. The actual results achieved by the Company during the forecast period will inevitably vary from the results 
forecast and such variations may be material. 


6. The Company is competing with companies which have much greater financial and technical resources and 
larger marketing organizations than the Company. Reference is made to “The Market” and “Competition”. 


7. The issue price per Unit exceeds the net tangible book value per Common Share at September 30, 1983 by 
$1.76 after giving effect to the issue by the Company. 


8. A risk inherent in the computer industry is technological obsolescence of hardware and software. Products can 
rapidly become obsolete as the state of the art advances or as better products are developed. 


9. The prices at which the Company can sell its services and consequently its gross margins may be subject to 
fluctuation depending on the supply of and demand for such services. 
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Emplovee Stock Options 


Details of the options which were outstanding to officers and emplovees of the Companv at September 30, 1983 
are as follows: 


No. of Exercise Price Per 
Held Bv Common Shares Common Share Expirv Date 
J.C. Pennie ....... 000 eee eee 40,000 $0.25 December 31, 1985 
J RMA Sebeta eke si 20,000 $0.25 December 31, 1985 


Principal Holders of Common Shares 
The following table sets forth the holders of the issued Common Shares of the Company: 


Percentage of Class 


No. of Percentage After Giving Effect 
Name and Address Common Shares Owned of Class to this Issue (2) 
Jarmain Capital Corporation) ......... 700,000 50.0% 22.3% 
Toronto, Ontario 
Omnibus Group Inc.(D................ 700,000 50.0% 22.3% 


Toronto, Ontario 


NOTES: 

(1) To the best of the Company’s knowledge, the only persons owning beneficially, directly or indirectly, more than 10% of the voting 
securities of each of these shareholders are as follows: W. K. Jarmain and E. R. Jarmain beneficially own, directly or indirectly, 80% 
and 12%, respectively, of the voting securities of Jarmain Capital Corporation. 490089 Ontario Inc. and John C. Pennie beneficially 
own, directly or indirectly, securities entitled to vote 38.6% and 34.6%, respectively, of all the votes attached to the voting securities 
of Omnibus Group Inc. No person owns beneficially, directly or indirectly, more than 10% of the voting securities of 490089 Ontario 
Inc. 


(2) After giving effect to the conversion of Class A Shares into Common Shares. 


Prior Sales 


Since incorporation the Company issued 1,400,000 Common Shares for the aggregate consideration of $350,002. 
During 1981 and 1982 the Company issued 160,000 Class A Shares for the aggregate consideration of $30,000 to a 
former officer of the Company who is now deceased and in 1982 issued 180,000 Class A Shares to CGL in consid- 
eration of $1.00 and the granting of the CGL Licenses. 


Dividends 


The Company has not declared or paid any dividends on the Common Shares or the Class A Shares. It is the 
Company’s present policy to retain its earnings for use in its business and not pay cash dividends. Payment of dividends 
in the future will depend upon the earnings and financial condition of the Company and other factors the board of 
directors may deem appropriate. 


Promoters 


John C. Pennie personally and through Omnibus Group Inc. was instrumental in incorporating the Company in 
1980 to carry on its present business. On August 26, 1983, the board of directors of the Company granted Mr. Pennie 
the option to acquire up to 40,000 Common Shares at an exercise price of $0.25 per share. 


Escrow Agreement 


Under an agreement (the “Escrow Agreement”) dated December 15, 1983 among the Company, The Canada Trust 
Company (the “Trustee”) and Jarmain Capital Corporation and Omnibus Group Inc. (collectively the “Escrow Share- 
holders”), the Escrow Shareholders deposited 1,180,000 Common Shares (the “Escrowed Shares”), representing 
approximately 84.3% of the Common Shares held by them, in escrow with the Trustee. The Escrowed Shares will be 
released on the consent of the Ontario Securities Commission and in any event no later than September 30, 1993. 
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The Escrow Agreement provides that the Escrowed Shares mav be mortgaged, pledged, charged or hvpothecated 
to anv lender and that such lender mav realize its securitv interest therein bv selling such shares, subject to the 
provisions of the Escrow Agreement. In addition, if anv arms' length offeror makes a bona fide takeover bid for all the 
outstanding Common Shares, all Escrowed Shares mav be tendered pursuant to such takeover bid free and clear of the 
escrow if the takeover bid is accepted by the holders of at least 25% of the Common Shares not held by the Escrow 
Shareholders. 


Plan of Distribution 


Under an agreement (the “Underwriting Agreement”) dated December 15, 1983 made between the Company and 
Bell Gouinlock Limited (the “Underwriter”), the Company has agreed to sell 1,400,000 Units, and the Underwriter has 
agreed to purchase on December 29, 1983, or such later date as may be agreed upon but in any event not later than 
January 19, 1984, all of such Units at the price of $3.00 per Unit, upon the terms and subject to the conditions contained 
therein. The Underwriting Agreement provides for the payment by the Company of an aggregate cash commission of 
$0.21 per Unit in consideration for the services rendered by the Underwriter under such Agreement. As additional 
compensation, the Company will issue 35,000 Warrants to the Underwriter which it has agreed not to sell, assign or 
transfer. 


The obligations of the Underwriter under the Underwriting Agreement may be terminated at its discretion on the 
basis of its assessment of the state of the financial markets and may also be terminated upon the occurrence of certain 
stated events. The Underwriter is, however, obligated to take up and pay for all of the Common Shares and Warrants 
if any of the Common Shares or Warrants are purchased under such agreement. The Underwriter may form a selling 
group consisting of registered investment dealers and may determine the commission payable to the members of the 
selling group provided that the scale of such commission does not exceed the fee payable to the Underwriter. 


In connection with this offering, the Underwriter may effect transactions which stabilize or maintain the market 
price of the Common Shares or Warrants at a level other than that which might otherwise prevail on the open market. 
Such transactions, if commenced, may be discontinued at any time. 


Income Tax Considerations 


The following is a summary of the principal considerations under the Income Tax Act (Canada) for purchasers who 
are residents of Canada and who will hold their Common Shares and Warrants as capital property. In the opinion of 
Lang, Michener, Cranston, Farquharson & Wright and Smith, Lyons, Torrance, Stevenson & Mayer, the summary 
fairly presents such considerations. 


The summary is not exhaustive of all possible income tax considerations and purchasers who have specific 
questions should consult their own tax advisers. 


Allocation of Purchase Price 

The price of $3.00 per Unit has been allocated by the Company as to $2.75 to the Common Share and as to $0.25 
to the one-half of a Warrant. The Company regards its allocation as reasonable. Purchasers are also required to make 
a reasonable allocation in order to determine their respective costs of Common Shares and Warrants and such allocation 
must be the same as that made by the Company. The allocation by the Company or by the purchaser is not binding on 
Revenue Canada. 


Exercise of Warrants 

No gain or loss will be realized by a holder upon the exercise of a Warrant. When a Warrant is exercised, the 
holder’s cost of the Common Share acquired thereby will be the aggregate of the adjusted cost base of the Warrant and 
the exercise price paid for the Common Share. The cost of each Common Share so acquired will be pooled with the 
cost of all other Common Shares held by the purchaser for purposes of determining the adjusted cost base of each 
Common Share at any particular time. 


Disposition of Common Shares 


Upon the disposition of a Common Share by a purchaser, a capital gain (or a capital loss) will be realized to the 
extent that the proceeds of disposition of the Common Share, net of disposition costs, exceed (or are exceeded by) the 
adjusted cost base of the Common Share. 
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Disposition or Expirv of Warrants 
If a holder disposes of a Warrant or permits it to expire, he will realize a capital gain (or a capital loss) to the extent 
that the proceeds of disposition of the Warrant, if any, net of disposition costs, exceed (or are exceeded by) the adjusted 
cost base of the Warrant. 
Material Contracts 


Except for contracts made in the ordinary course of business of the Company, the only material contracts entered 
into by the Company within the two years preceding the date hereof are the following: 

1. The management agreement dated as of October 1, 1981 between the Company and Omnibus Group Inc. 

referred to under “Remuneration of Directors and Officers”. 

2. The agreement dated as of February 1, 1982 between Computer Graphics Laboratories, Inc. and the Com- 

pany providing the Company with three software licences, with the “Tween” system being exclusive in 
Canada until January 31, 1984 and thereafter continuing as non-exclusive in Canada for services to any 
customer in the rest of the world, subject to royalty payments. 

3. A conditional commitment dated October 28, 1983 from a U.S. bank providing a line of credit to the 

Company in the amount of $2,500,000(U.S.). 
4. The agreement dated November 11, 1983, between the Company and Triple-I referred to under “Establish- 
ment of United States Subsidiary”. ۱ 

5. The agreement dated November 14, 1983, between the Company and Abel referred to under “Production”. 

6. The agreement dated November 18, 1983, between the Company and Unitel referred to under “Establishment 

of United States Subsidiary”. 

7. The Warrant Indenture referred to under “Details of the Offering”. 

8. The Underwriting Agreement referred to under “Plan of Distribution”. 

9. The Escrow Agreement referred to under “Escrow Agreement”. 

Copies of the foregoing (other than the agreements with CGL, Abel, Triple-I and Unitel, disclosure of which, in 
the opinion of the Company, would impair the value of such agreements and is not necessary for the protection of 
investors) may be examined at the head office of the Company during ordinary business hours for the period of 
distribution of the Units. 

Legal Opinions 


Pursuant to the terms of the Underwriting Agreement certain legal matters will be subject to the approval on behalf 
of the Company by Lang, Michener, Cranston, Farquharson & Wright and Harrison, Elwood and on behalf of Bell 
Gouinlock Limited by Smith, Lyons, Torrance, Stevenson & Mayer. 


Auditors, Transfer Agent and Registrar 


The auditors of the Company are Clarkson Gordon, Chartered Accountants, City Centre, 380 Wellington Street, 
London, Ontario. 

The transfer agent and registrar for the Common Shares and Warrants of the Company is The Canada Trust 
Company at its principal offices in Toronto, Calgary and Vancouver. 


Auditors’ Report 
To the Directors of 
OMNIBUS COMPUTER GRAPHICS INC. 


We have examined the balance sheets of Omnibus Computer Graphics Inc. as at September 30, 1982 and 1981 and 
the statements of income and deficit and changes in financial position for the years then ended. Our examination was 
made in accordance with generally accepted auditing standards, and accordingly included such tests and other pro- 
cedures as we considered necessary in the circumstances. 

In our opinion, these financial statements present fairly the financial position of the company as at September 30, 
1982 and 1981 and the results of its operations and the changes in its financial position for the years then ended in 
accordance with generally accepted accounting principles applied on a consistent basis. 


London, Canada. 

September 6, 1983. 

(except as to Notes 4 

and 9(a) which are as of November 30, 1983 and (Signed) CLARKSON GORDON 
as to Note 9(b) which is as of December 15, 1983) a Chartered Accountants 


OMNIBUS COMPUTER GRAPHICS INC. 
(Incorporated under the laws of Ontario) 


Balance Sheets 


ASSETS 
September 30, 
1983 1982 1981 
(unaudited) 
Current: 
CASH: A $104,399 
Accounts receivable (note 3) ........ seen $ 208,143 $ 157,260 
Taxes recoverable (note 6)........ sse 17,000 
Subscriptions receivable. .......... 2s cee eee eee eee eee 32,500 199,000 
Due from related party (note 5) 6... 200 55,000 
Deposits on equipment purchase ی‎ 6,873 213,370 
Prepaid expenses (note 5) 2... sse 58,433 17,120 3,000 
Expenses related to prospectus (note 9(b)).................. 131,000 
_ 414,576 268,753: 519,769 
Fixed — at cost (note 3): 
Machinery and equipment ..........-- sees eee neers 1,256,437 924,509 2,456 
Leasehold improvements ........... 02s eee e eee e eens 74,676 46,888 4,790 
Machinery and equipment under capital lease ............... 751,490 537,104 
2,082,603 1,508,501 7,246 
Less accumulated depreciation .......2ssseeeeeeeeennn- 140,592 14,989 
1,942,011 1,493,512 7,246 


$2,356,587 $1,762,265 $527,015 


(See accompanving notes) 
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OMNIBUS COMPUTER GRAPHICS INC. 
(Incorporated under the laws of Ontario) 


Balance Sheets 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Current: 
d Due to bankers — on overdraft. ......... 0c cece cece eee 
Accounts payable and accrued charges (note 9(b))........... 
Uneariied TeVeMUE و وج‎ tec bieraħ B EBA رم‎ ness 
Current portion of long-term debt (note 3).................. 
Due to shareholders (note 5)... 02... موی‎ 


Long-term debt (note 3).........L assesses ata 


Shareholders’ equity: 
Share capital (note 4) - 
Authorized: 
340,000 non-voting, participating Class A shares 
without par value (50,000 in 1982 and 1981) 
An unlimited number of preference shares without par 
value, issuable in Series 
An unlimited number of common shares without par 
value 
Issued and outstanding: 
340,000 Class A shares (40,000 in 1982: 50,000 in 


DG LICH 55:42 tay tes sneha ts 8-485 SRE SSO 


(See accompanying notes) 


On behalf of the Board 


(Signed) J. C. PENNIE, Director 


(Signed) GEORGE BEDARD, Director 
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1983 
(unaudited) 


$ 58,096 
503,329 
772 
263,250 
51,000 


876,447 
1,321,841 


30,001 
350,002 


380,003 
(221,704) 


158,299 


$2,356,587 


September 30, 
1982 


$ 8,125 
147,166 
12,575 
287,521 


455,387 
1,229,557 


30,000 
350,002 


380,002 
(302,681) 


77,321 
$1,762,265 


1981 


$ 9,024 


9,024 
195,200 


38,000 
350,002 


388,002 
(65,211) 


322,791 
$527,015 


OMNIBUS COMPUTER GRAPHICS INC. 


Statements of Income and Deficit | 
Years ended September 30 


1983 1982 1981 
(unaudited) 
SAEs Se E E SE ETE $1,508,661 $ 485,573 Nil 
Expenses (note 7): 
Operating COStS ae ene ey I E a Ra 1,174,477 651,831 $ 65,211 
Depreciation: sesh ceed 8 oa وم ی‎ AE یامه و‎ Sone وم‎ AES 125,603 14,989 
Interest and finance charges a E IGE r ae AE 144,604 56,223 
1,444,684 723,043 65,211 
Income (loss) for the vear before income taxes 
and extraordinary item...... 0... ec ea 63,977 (237,470) (65,211) 
Recovery of income taxes (note 6) ......... ی و ی‎ eens 7,400 
Income (loss) before extraordinary item........................ 71,377 (237,470) (65,211) 
Extraordinary item: 
Recovery of income taxes due to prior years’ 
losses carried forward ................. 9,600 
Net income (loss) for the vear................... 80,977 (237,470) (65,211) 
Deficit, beginning of year ...................... (302,681) (65,211) Nil 
Deficit, end of year oes sneer A $ (221,704) $ (302,681)  $(65,211) 
Earnings (loss) per share (note 8): 
Income (loss) before extraordinary item....... $0.041 $0. 136) $(0.037) 
Net income (loss) for the vear............... $0.047 $(0.136) $(0.037) 


(See accompanying notes) 
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OMNIBUS COMPUTER GRAPHICS INC. 


Statements of Changes in Financial Position 


Working capital applied to: 
Purchase of fixed assets... 0.00 c cece cece e ee eees 


Deduct proceeds of related financing: 
Conditional sales contract ........................ u... 
Small Business Development Bond....................... 
Obligations under capital leases.......................... 
Computer Graphics Laboratories, Inc..................... 


Operations (consisting of net loss less 
depreciation) sarees sass en 


Repayments and reductions in long-term debt ................ 
Adjustment to Class “A” shares ................... ss. 


Working capital derived from: 
Operations (consisting of income before extra- 
ordinary item plus depreciation) ........................ 
Recovery of income taxes .......... na 
Proceeds from bank loans and other long-term debt less amounts 
applied to reduce outstanding loans of $589,339 for the year 
ended September 30, 1983..................... cece eee 
Proceeds from other loans ........L 0c cece eeeeeeees 
Issuance of share capital ........... 0.000... es 


Increase (decrease) in working capital ........................ 
Working capital (working capital deficit), beginning 
OLY CA ees. isa ASSES AA Wb LA bs A SN 


Working capital (working capital deficit) consists of: 


Current assets ii. bi cs ak: sib ما ای‎ ln a Mahé, a eee 


(See accompanying notes) 
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Years ended September 30, 


1983 1982 1981 
(unaudited) 
$ 345,636 $1,437,853 
131,760 
190,000 
213,876 532,345 
573,190 
345,636 1,295,535 
Nil 142,318 
222,481 $ 65,211 
228,575 63,402 7,246 
255,343 325,978 
w 80ے‎ — 
483,918 762,179 72,457 
196,980 
9,600 
2,100 
64,800 195,200 
1 388,002 
208,681 64,800 583,202 
(275,237) (697,379) 510,745 
(186,634) 510,745 
$ (461,871) $ (186,634) $ 510,745 
$ 414,576 $ 268,753 $ 519,769 
876,447 455,387 9,024 
$ (461,871) $ (186,634) $ 510,745 


Under its bank loan and small business development bond, the companv has pledged the following as collateral: 

— general assignment of accounts receivable; 

- general security agreement; 

— guarantee bonds and postponements of claim signed by Omnibus Group Inc. and Jarmain Capital Corporation in the amount of 
$225,000 each; and, 

- chattel mortgage in the amount of $212,600 on equipment. 

Under its loan agreement with Ontario Development Corporation, the company has pledged the following as collateral: 

— a first fixed and specific charge on machinery and equipment costing $650,000; 

- a first fixed and specific charge on all chattels owned by the company, subject only to prior charges of Genelcan Leasing Limited 
on leased assets now leased and to be acquired, with a maximum aggregate original cost of $612,000 and to prior charges of the 
company’s banker on equipment with an original cost of $450,000; 

- a floating charge debenture on all other assets of the company, subject only to the prior fixed charges by the company’s banker; 
and, 

- guarantees of each of the company’s two major shareholders in the amount of $250,000 each. 

As collateral for the conditional sales contract, the vendor has retained ownership and title to equipment purchased in the amount of 

$232,092 until such time as the balance is fully paid. In addition, the vendor is the named insured on the company’s insurance coverage 

of the equipment. 


Payments for long-term debt due over the next five years are as follows: 


September September 
30, 1983 30, 1982 
(unaudited) 
Fiscal period ended September 30, 1983 ................. ss $ Nil $ 287,521 
ISA eee aa RRS i ka a e ia 263,250 166,940 
LISS رن با ما‎ aut وروی ره‎ a ep ATA, 335,585 211,857 
1986۲ سای جوم‎ sa e b MUN T E NN 397,689 277,099 
TIST i ta a te b dat AET 329,931 273,743 
1988 ii ef e b. a Arja 229,496 270,778 
1989 and thereafter.......................... eee 29,140 29,140 


$1,585,091 $1,517,078 


SHARE CAPITAL 
During 1983, the directors of the company approved several changes with respect to its authorized and its issued and outstanding share 
capital, as follows: 

(i) In January, 1983, the company obtained articles of amendment whereby authorized share capital was increased from 50,000 to 
100,000 Class A shares. The company subsequently issued 45,000 Class A shares for a cash consideration of $1 and certain 
licences. 

(ii) In August, 1983, the Board of Directors of the company granted two officers of the company the option to acquire 60,000 common 
shares at a price of $.25 per share, prior to December 31, 1985. 

(iii) On September 22, 1983 the company obtained articles of amendment to change its name from Omnibus Video Inc. to Omnibus 

Computer Graphics Inc. In addition, the authorized share capital of the company was changed as follows: 

(a) to subdivide the issued and outstanding Class A shares on the basis of four (4) non-voting, participating Class A shares for each 
issued and outstanding share and to change the characteristics of those shares so that each share is convertible at the option 
of the Company to one common share; 

(b) to eliminate all unissued Class A shares; 

(c) to subdivide the issued and outstanding common shares on the basis of four (4) common shares without par value for each 
issued and outstanding share; and, 

(d) to increase the authorized share capital of the company as follows: 

— to provide for an unlimited number of preference shares without par value issuable in series; and, 
— to provide for an unlimited number of common shares without par value. 


RELATED PARTY TRANSACTIONS 

During 1982 and 1983, the company entered into the following transactions with related parties: 

(i) During 1982, the company paid management fees of $60,000 to Omnibus Group Inc., a shareholder. In addition, the company 
advanced $55,000 to a company associated with Omnibus Group Inc., bearing interest at the rate of 2% above the prime lending 
rate of the company’s banker. This loan was subsequently assumed by, and was due from, Omnibus Group Inc. at September 30, 
1982. This amount was repaid to the company in January 1983. 

(ii) During 1983 management fees in the amount of $45,000 were paid to Omnibus Group Inc., a shareholder, in accordance with the 
terms of the management agreement. In addition, the company prepaid management fees totalling $52,800 and this amount is 
included in prepaid expenses on the accompanying balance sheet at September 30, 1983. 

(iii) During 1983 Jarmain Capital Corporation and 490089 Ontario Inc., a shareholder of Omnibus Group Inc., advanced $25,000 each 
to the company. These amounts bear interest at 2% over the prime lending rate and are payable on demand. 

(iv) Included in accounts receivable at September 30, 1983 is an amount of $27,446 due from an affiliated company which arose as a 
result of services rendered to that company. 
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TAX LOSSES 
To September 30, 1983, the companv had losses amounting to $122,000 ($273,000 in 1982 and $65,000 in 1981) available to carrv 
forward to reduce future vears' taxable income. These losses will expire in 1987. 


In addition, the company has recorded depreciation in excess of capital cost allowance claimed for tax purposes to September 30, 1983 
amounting to $140,500 ($15,000 in 1982 and nil in 1981). Investment tax credits in the amount of $138,000 at September 30, 1983, 
($100,000 in 1982 and nil in 1981) are available for carry forward to be credited against future taxes otherwise payable, expiring in 
1985. 


Income taxes recoverable in the amount of $17,000 in the year ended September 30, 1983 arise from the application of investment tax 
credits which are based on purchases of eligible scientific equipment during the year and are immediately recoverable from Revenue 
Canada Taxation. 


OTHER INFORMATION 

a) Interest expense 
Interest on long-term debt and obligations under capital leases amounted to $134,604 for the year ended September 30, 1983 
($56,223 in 1982 and nil in 1981). 

b) Operating lease commitments 
The future minimum lease payments required under present operating leases for rental of premises and edit suite are summarized 


as follows: 
September September 
30, 1983 30, 1982 

(unaudited) 
Fiscal period ending September 30, 1983........ 020 0.0 موم‎ $ Nil $ 196,056 
1981: 3 areca e rima bi owe مه‎ tema Weg تم‎ RAR 226,000 221,918 
TOSS ور‎ Sue cas هو ار و‎ 239,000 234,489 
TOBON D 3 ور مه روم وشوو هت‎ SRE 244,000 239,551 
1987 l-ie ip ke a di o tins seas 98,000 103,614 
1988 مه من وه وج و موی‎ a هروه‎ AI ES AEOS 25,000 25,000 
1989 and thereafter... ...... 0.00. eee e eee eee eee 72,000 72,000 
Total minimum lease payments ......L sse $ 904,000 $1,095,628 


c) Management fee commitment 
The companv has entered into a management agreement with Omnibus Group Inc., a shareholder, wherebv management fees of 
$5,000 per month are required to be paid during each fiscal vear, subject to annual renewal. 

d) License commitment 
During 1982 the company acquired a software license from Computer Graphics Laboratories, Inc., a subsidiary of New York 
Institute of Technology. Under the terms of the agreement the company is committed to making monthly royalty payments based 
upon 5% of billed time for use on computer equipment purchased from Computer Graphics Laboratories, Inc. to a maximum of 
$6,000 per month. The company is charging this amount to operations on a monthly basis, as incurred. 


EARNINGS (LOSS) PER SHARE 


For purposes of calculating basic earnings (loss) per share, it has been assumed that the split of common shares on a four for one basis 
took place at the time of issue of these shares, and that Class A shares have been converted to common shares (see note 4). 


SUBSEQUENT EVENTS 

(a) Commitments 
Subsequent to year end the company, in connection with its proposed U.S. operations, has conditionally entered into agreements 
for the purchase of computer hardware, software and software licenses. Under these agreements the company is committed to 
purchase computer hardware and software and to prepay certain royalties for an aggregate amount of $1,125,000 (U.S.). and to pay 
minimum annual royalties as follows: 


U.S. Dollars 
1984 مرو متیر ور«‎ ke وج و‎ ctu wath e $ 15,000 
TOSS: ونم‎ cs cdc tad baker وه و‎ BRIJA له دزی در مه‎ bas 25,000 
TORG ره هیا مب امومع ما و زو اور بش‎ ESD 30,000 
TIBET a i i Sg 90,000 
MOSS وم و‎ kk e e ود دوه مک‎ catches فقو‎ 100,000 
1989 and thereafter...................... 762,500 


These amounts will be charged against income as incurred. 


The company has also entered into an agreement to sell a 20% equity interest in its U.S. subsidiary for a total consideration of 
$540,000 (U.S.), representing prepaid rent on a lease yet to be negotiated. 
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(b) Underwriting agreement 
On December 15, 1983 the companv entered into an agreement providing for the sale to Bell Gouinlock Limited of 1,400,000 units, 
each of which consists of one common share and one-half of a share purchase warrant, to be issued at $3.00 per unit. Each warrant 
will entitle the holder to purchase one common share at a price of $3.00 per share from the date of issue to Januarv 6, 1986. The 
underwriter will receive 35,000 share purchase warrants as additional remuneration. 


Underwriting commission and other expenses of issue pavable bv the companv are expected to amount to approximatelv $469,000. 
Expenses associated with this issue amounted to approximatelv $131,000 up to September 30, 1983 and are included in current 
assets and accounts pavable in the accompanving balance sheet. These expenses will be charged to the deficit on the issue of the 
units described above. 
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Purchaser's Statutorv Rights 


Securities legislation in certain of the provinces provides purchasers with the right to withdraw from an agreement 
to purchase securities within two business days after receipt or deemed receipt of a prospectus and any amendment. In 
several provinces securities legislation further provides a purchaser with remedies for rescission or, in some jurisdic- 
tions, damages where the prospectus and any amendment contains a misrepresentation or is not delivered to the 
purchaser but such remedies must be exercised by the purchaser within the time limit prescribed by the securities 
legislation of his province. The purchaser should refer to any applicable provisions of the securities legislation of his 
province for the particulars of these rights or consult with a legal adviser. 


Certificates 
Date: December 15, 1983 


The foregoing constitutes full, true and plain disclosure of all material facts relating to the securities offered by 
this prospectus as required by Part 7 of the Securities Act (British Columbia), by Part 8 of the Securities Act (Alberta), 
by Part VIII of The Securities Act (Saskatchewan), by Part VII of The Securities Act (Manitoba), and by Part XIV of 
the Securities Act (Ontario) and the respective regulations thereunder. 


(Signed) J. C. PENNIE (Signed) GEORGE BEDARD 
President and Chief Executive Officer Treasurer and Chief Financial Officer 


On behalf of the Board of Directors 


(Signed) FRANK DEMPSEY (Signed) GEORGE FARROW 
Director Director 


Promoters 


Omnibus Group Inc. 


(Signed) J. C. PENNIE Per: (Signed) J. MARTIN 


To the best of our knowledge, information and belief the foregoing constitutes full, true and plain disclosure of all 
material facts relating to the securities offered by this prospectus as required by Part 7 of the Securities Act (British 
Columbia), by Part 8 of the Securities Act (Alberta), by Part VIII of The Securities Act (Saskatchewan), by Part VII 
of The Securities Act (Manitoba), and by Part XIV of the Securities Act (Ontario) and the respective regulations 
thereunder. 


BELL GOUINLOCK LIMITED 


By: (Signed) R. W. GOUINLOCK 


The following includes the names of every person or company having an interest, either directly or indirectly, 
to the extent of not less than five percent in the capital of Bell Gouinlock Limited: R. H. Canning, N. B. Bell, 
R. W. Gouinlock, J. B. Shaw, T. M. Devine, W. F. Presnail. 
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